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Business model 
Empire Energy Group Limited (ASX:EEG), is an oil and gas development and production 
company, heading towards a project sanction on its Carpentaria Pilot Project in the world-
class McArthur-Beetaloo basins. The disconnect between the demand constrained gas 
market and share prices continues to be highlighted by rising contract prices with we believe, 
a recent east coast supply deal set at around $18/gj (anecdotal/unconfirmed). There is a 
material commercial prize to be won particularly defining a clear timeline to production. In 
that regard Empire should be considered as being in a pre-development phase, with a 
significant head-start over peer group options. With a cash balance of $29.3mn (30-Oct), the 
company is well funded to maintain its accelerated path to first gas. Beneficially, Empire 
holds its licences at 100% providing the ability to control project timing and provide financing 
options through partnering.  

Fields works have delivered - now to progress the FEED 
We see Empire Energy as the most advanced of the Beetaloo plays having perhaps a six-to-
12 months’ head start to first gas over its Beetaloo peers. Testing evaluation has supported 
the operational fundamentals although in some respects the well design (including fracking) 
is not yet fully defined. The company is making material progress on the FEED aspects of the 
proposed pilot projecting a sanction point with-in the next few months. The path to scale 
and growth begins with the first PJ and cashflow can be a game changer. Market pricing of 
listed gas plays appears uncoupled from the strongly supportive commercial operating 
environment and this is a situation that is invariably attractive to corporate M&A activity. In 
the absence of market re-ratings, corporate consolidation inevitably occurs. Companies in 
production with a growth outlook will look increasingly attractive to investors and other 
industry operators.  

Closing the valuation gap – a FID is a good place to start 
We maintain our valuation and note upcoming re-rating events especially, a project sanction 
for the Carpentaria Pilot Project that could be delivered within the next few months subject 
to regulatory approvals. We model a base-case (mid-point) valuation of $903mn 
($1.17/share) with an upside case to $1.54/share. The success case at Carpentaria continues 
to build and could deliver valuation upside well in excess of our base case such is the nature 
and attraction of gas plays in the proof-of-concept phase. There is likely to be no better time 
than now to progress and deliver gas projects.  
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Upside Case 

 Further definition and acceleration of the early-
production opportunity. 
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of future material equity dilution. 

 Delivering FID  - this defines an initial NPV for 
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 Capex inflation impacts project returns 
potentially slowing progress to first gas. 
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issues resulting in excessive share dilution. 

 Slower progress through FEED and delays to 
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months. 
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Energy  

Empire Energy Group Limited (ASX:EEG) is an oil and gas producer/developer, 

with onshore Northern Territory (NT) and US oil/gas production assets. EEG 

has the largest tenement position in the highly prospective Greater McArthur 

Basin, which includes the Beetaloo Sub-basin. The investment case is building 

with the development model becoming more defined after the completion of 

the Carpentaria-3H testing campaign. FEED activity is progressing and the 

company remains on track for a project sanction within the next few months 

subject to the requisite regulatory approvals. NT gas continues to firm as a 

realistic option at scale for east coast Australia’s future domestic 

requirements; growing Gladstone LNG ullage; and as a potential supply 

source for Darwin’s LNG export opportunities. The remainder of 2023 will see 

more activity across the Beetaloo play in total and commercial success at any 

scale has beneficial look-through impacts for all Beetaloo ventures…‘a rising 

tide lifts all boats’. We maintain our view of EEG as the low-cost, strongly-

leveraged exposure in the play, holding a significant early-mover advantage to 

deliver high calorific/low CO2 gas. EEG is the pure, independent and leveraged 

exposure to the NT gas opportunities; and in our view, is firmly on the 

development pathway.  
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Data In The Zone…Heading To The Carpentaria FID Pointy End 

We point to our Update note of 12-Sep (“More flow data equals more confidence”) referencing the progress 

of testing from the Carpentaria gas play (C-3H in particular). We maintain our view that the testing and 

evaluation data continues to underpin the commercial case for an early gas development option. In practical 

terms, we suggest the company can be considered to be in a pre-development phase.  

Exhibit 1: Like a duck swimming…the hard work and progress is under the surface 

Operations  

Carpentaria-3H (C-3H) 

The well has been shut-in after completing 
extended testing, delivering an IP90 rate of 
3.1TJd  

The well was shut-in in early-Oct after some 63 days of second phase testing, post a five month period of 
soaking.  

Results during the second phase were encouraging, delivering an IP30 rate of 3.8TJd across the 40 stage 
stimulated section. The implied IP90 rate using the results from both testing phases was determined to be 
3.1TJd achieving the required objectives from the programme. 

Data related to frack contribution is being compiled noting the well (similarly to C-2H) was stimulated using 
a number of different styles. These analyses will better define the optimal fracking method for the pilot 
project. 

 The C-2H and -3H wells could be included as a production pair in the planning for the proposed Carpentaria 
production pilot, scheduled to reach FID in the coming months. 

 

Corporate  

As indicated, material progress is reported 
on the FEED works for the proposed 25TJd 
pilot project. 

Field development planning  - progressing well designs and the site and layout of surface facilities 

Pipeline access agreements (self explantory); 

Gas sales marketing – we suggest, offtake should not be an issue given the concerns around future 
Blacktip gas supply and rising crude oil/diesel prices; 

All requisite regulatory approvals – the timing of receipt of approvals is likely the most uncertain element 
in the process; and 

Project financing – there are a number of options being considered and evaluated. 

Initial agreement signed with APA group On 8-Aug EEG and APA executed a complementary agreement to the MOU signed in Oct-2021, for “…the 
establishment of midstream gas infrastructure and proposed long-form agreements”  

APA will spend up to $5mn on engineering and design studies for infrastructure facilities associated with the 
proposed 25TJd pilot project; and may fund the gas facilities under a partnering agreement. 

Financing position remains comfortable – 
more than sufficient to deliver FID in our 
view. 

EEG holds a cash balance of $15.1mn (as at 30-Sep) and subsequent to the reporting period received a 
$15.6mn R&D Tax Offset. Cash at 30-Oct was reported at $29.3mn with $5.8mn in undrawn debt facilities.  
As at 30-Sep, debt stood at $15.2mn. 

Source: Company data; RaaS commentary 

 

https://www.raasgroup.com/live/download/ASX:EEG%20Empire%20Energy%20Group%20RaaS%20Update%202023%2009%2012/?wpdmdl=5623
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Recapping the status of Carpentaria progress – end Oct-2023 

EEG has delivered: 

✓ Confirmation of the critical commercial flow rates; 

✓ Material upgrades in contingent resources with estimates of the EUR range based on flow rate testing 

data and the number of ‘well locations’ required to support the development of the gas resources;  

✓ Completion of testing at C-3H which has demonstrated / confirmed the operational benefits of the 

soaking process. The campaign delivered an IP90 rate of 3.1TJd. 

In progress: 

 Front End Engineering & Design (“FEED”) is continuing: including engineering, economic modelling, 

preliminary costings for both capex and opex for an early-stage development (up to 25 TJ/d) – with the 

potential to generate $110-137mn pa of sales revenue per annum in a $12-15/gj market; 

❖ We note the agreements with APA Group on facilities design and potential financing options 

 Subsurface design planning (finalising well and fracking designs). Attribution analyses are continuing; 

 Securing gas sales and transportation agreements (discussions ongoing with multiple parties); 

 Financing for pilot (Macquarie Bank credit facility already in place and Empire has commenced 

discussions with potential JV partners); 

 Obtain government approvals: NT Petroleum Production Licence. A Carpentaria development will largely 

be the first practical test of the regulatory process and as such can be considered as holding some intrinsic 

timing uncertainty. The NT Government is reportedly keen to see new projects progress and as such, we 

suggest are likely to be highly co-operative, however, it also will want to ensure the process is properly 

and thoroughly adhered to; 

 Negotiate Northern Land Council (“NLC”) Production Agreement. 

The company is targeting a project sanction on a first-stage project within the next few months, subject to 

requisite regulatory approvals being received. 

We acknowledge that the data to hand can still be considered to be somewhat preliminary in nature – the 

well design (including stimulation programmes) is not fully defined, the number of completed and tested wells 

is limited and the implied outputs from horizontal completions have been extrapolated. 

But we believe the error envelope around the data is shrinking and the commercial case is becoming more 

robust. 

Gas supply remains tight – to put it simply ‘more gas is required’ 

Whilst there are still remaining geological and engineering challenges to be overcome, there is a quantum gas 

opportunity associated with the Beetaloo Basin that is there to be won.  

Industry noise indicates a bullish market for suppliers and we are aware (at least anecdotally) that pricing 

negotiations are ranging up to $18/gj in a clear signal, gas is still required and is hard to source.  

We are confident that the Beetaloo will evolve into a material (transformational) future supplier of gas into 

domestic (east coast) and export markets – the Velkerri and Kyalla target zones are regionally pervasive and 

geologically consistent and in broad terms what works in one area is highly likely to work in others.  

In this regard the Beetaloo represents another regional unconventional play that can and probably will be 

developed like the US onshore analogues, in terms of scale. But it has to start with the first PJ and herein we 

suggest that EEG has the operational head-start. 

EEG remains our preferred exposure to the play – it is lower cost, more advanced towards first cash-flow, 

with phased growth opportunities and more highly leveraged to the success case. 

Importantly, on its likely capital and operating cost profile, the company can be considered as holding a 

unique advantage to market gas across a range of offtake terms and individual gas users. 
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Exhibit 2: Financial Summary  

 

Source: RaaS Advisory, company data 
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About Us  

BR Securities Australia Pty Ltd (BR) is the holder of Australian Financial Services License (“AFSL”) number 
456663. RaaS Advisory Pty Ltd (RaaS) is an Authorised Representative (number 1248415) of BR.  

This Financial Service Guide (FSG) is designed to assist you in deciding whether to use RaaS’s services and 
includes such things as  

- who we are 
- our services 
- how we transact with you 
- how we are paid, and 
- complaint processes 

Contact Details, BR and RaaS 

BR Head Office: Suite 5GB, Level 5, 33 Queen Street, Brisbane, QLD, 4000  

RaaS. 20 Halls Road Arcadia, NSW 2159 

P: +61 414 354712 

E: finola.burke@raasgroup.com 

RaaS is the entity providing the authorised AFSL services to you as a retail or wholesale client.  

What Financial Services are we authorised to provide? RaaS is  
authorised to   
- provide general advice to retail and wholesale clients in relation to   

- Securities 
- deal on behalf of retail and wholesale clients in relation to 

- Securities 

The distribution of this FSG by RaaS is authorized by BR.  

Our general advice service  

Please note that any advice given by RaaS is general advice, as the information or advice given will not take 
into account your particular objectives, financial situation or needs. You should, before acting on the advice, 
consider the appropriateness of the advice, having regard to your objectives, financial situation and needs.  If 
our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any 
relevant Prospectus, Product Disclosure Statement or like instrument.  As we only provide general advice we 
will not be providing a Statement of Advice.  We will provide you with recommendations on securities 

Our dealing service  

RaaS can arrange for you to invest in securities issued under a prospectus by firstly sending you the offer 
document and then assisting you fill out the application form if needed.  

How are we paid?  

RaaS earns fees for producing research reports. Sometimes these fees are from companies for producing 
research reports and/or a financial model. When the fee is derived from a company, this is clearly highlighted on 
the front page of the report and in the disclaimers and disclosures section of the report.   

We may also receive a fee for our dealing service, from the company issuing the securities. 

Associations and Relationships   

BR, RaaS, its directors and related parties have no associations or relationships with any product issuers other 
than when advising retail clients to invest in managed funds when the managers of these funds may also be 
clients of BR. RaaS’s representatives may from time to time deal in or otherwise have a financial interest in 
financial products recommended to you but any material ownership will be disclosed to you when relevant 
advice is provided.  

Complaints  

If you have a complaint about our service you should contact your representative and tell them about your 
complaint.  The representative will follow BR’s internal dispute resolution policy, which includes sending you a 
copy of the policy when required to.  If you aren’t satisfied with an outcome, you may contact AFCA, see below. 
BR is a member of the Australian Financial Complaints Authority (AFCA).  AFCA provide fair and independent 
financial services complaint resolution that is free to consumers.  
  Website: www.afca.org.au; Email: info@afca.org.au; Telephone: 1800931678 (free call) 

In writing to: Australian Financial Complaints Authority, GPO Box 3, Melbourne, VIC, 3001. 

 

Professional Indemnity Insurance   

BR has in place Professional Indemnity Insurance which satisfies the requirements for compensation under 
s912B of the Corporations Act and that covers our authorized representatives.  

 

http://www.afca.org.au/
mailto:info@afca.org.au
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DISCLAIMERS and DISCLOSURES 

This report has been commissioned by Empire Energy Group Ltd prepared and issued by RaaS Advisory Pty 

Ltd. RaaS Advisory has been paid a fee to prepare this report. RaaS Advisory’s principals, employees and 

associates may hold shares in companies that are covered and, if so, this will be clearly stated on the front page 

of each report. This research is issued in Australia by RaaS Advisory and any access to it should be read in 

conjunction with the Financial Services Guide on the preceding two pages. All information used in the 

publication of this report has been compiled from publicly available sources that are believed to be reliable. 

Opinions contained in this report represent those of the principals of RaaS Advisory at the time of publication. 

RaaS Advisory provides this financial advice as an honest and reasonable opinion held at a point in time about 

an investment’s risk profile and merit and the information is provided by the RaaS Advisory in good faith.  The 

views of the adviser(s) do not necessarily reflect the views of the AFS Licensee.  RaaS Advisory has no 

obligation to update the opinion unless RaaS Advisory is currently contracted to provide such an updated 

opinion. RaaS Advisory does not warrant the accuracy of any information it sources from others.  All statements 

as to future matters are not guaranteed to be accurate and any statements as to past performance do not 

represent future performance.   

Assessment of risk can be subjective. Portfolios of equity investments need to be well diversified and the risk 

appropriate for the investor. Equity investments in listed or unlisted companies yet to achieve a profit or with an 

equity value less than $50 million should collectively be a small component of a balanced portfolio, with smaller 

individual investment sizes than otherwise. The science of climate change is common knowledge and its 

impacts may damage the global economy.  Mitigating climate change may also disrupt the global economy.  

Investors need to make their  own assessments and we disclaim any liability for the impact of either climate 

change or mitigating strategies on any investment we recommend. Investors are responsible for their own 

investment decisions, unless a contract stipulates otherwise.  RaaS Advisory does not stand behind the capital 

value or performance of any investment.  Subject to any terms implied by law and which cannot be excluded, 

RaaS Advisory shall not be liable for any errors, omissions, defects or misrepresentations in the information 

(including by reasons of negligence, negligent misstatement or otherwise) or for any loss or damage (whether 

direct or indirect) suffered by persons who use or rely on the information. If any law prohibits the exclusion of 

such liability, RaaS Advisory limits its liability to the re-supply of the Information, provided that such limitation is 

permitted by law and is fair and reasonable. Copyright 2023 RaaS Advisory Pty Ltd (A.B.N. 99 614 783 363). All 

rights reserved. 


